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INTRODUCTION

This is the fourteenth year the Small Business 

Administration (SBA) has issued agency-wide finan-

cial statements. Preparation of financial statements is a 

critical aspect of ensuring the accountability and stew-

ardship for the public resources entrusted to the SBA. 

Preparation of these statements is also an important part 

of the Agency financial management goal of providing 

accurate and reliable information that may be used to 

assess performance and allocate resources.

Extensive improvements were made to the financial state-

ments in Fiscal Years (FY) 2003 and 2004. In FY 2003 the 

SBA addressed critical longstanding issues on the cost of 

the Disaster Program and the sale of Disaster loans as 

part of SBA’s Loan Asset Sale Program. During FY 2003 

inconsistencies and weaknesses in the budgeting and 

accounting for the SBA’s Loan Asset Sale Program were 

substantially corrected. A new subsidy model was built to 

forecast Disaster Program costs and the FY 2003 financial 

statements (as restated) and footnotes accurately include 

the cost of the Disaster Program. During FY 2004 the 

SBA conducted extensive analysis of its Disaster Program 

account balances to verify the accuracy of its overall 

Disaster Program cost. This was done as part of the “bal-

ances approach” to reestimate the Disaster Program 

subsidy during FY 2004. This analysis resulted in restate-

ments to the FY 2003 financial statements published in 

January 2004.

During FY 2003 the SBA also updated its 7(a) economet-

ric model first used for the FY 2003 budget. In addition, 

during FY 2003 the Agency updated assumptions used for 

defaults and recoveries in its Small Business Investment 

Company (SBIC) Program models and built a new model 

for its 504 Development Company Program used for the 

FY 2005 budget. SBA completed this work through an 

aggressive approach that employed Agency as well as 

outside modeling experts, consultation with the Office 

Management and Budget (OMB) and extensive review 

and quality assurance by outside modeling experts. 

During FY 2004 substantial analysis was conducted to 

F I N A N C I A L  S TAT E M E N T S

verify the accuracy of 7(a) and 504 Program subsidy 

accounts and costs in preparation for the use of the “bal-

ances approach” for FY 2004 subsidy reestimates (includ-

ing restatement of FY 2003 subsidy costs and related 

account balances). Also during FY 2004 the SBIC subsidy 

cost estimates were improved through an extensive data 

“cleanup” and a review of the subsidy reestimate model 

assumptions to assure consistency with SBIC Program 

projections.

During FY 2003 SBA also built a new model to estimate 

the sufficiency of the Master Reserve Fund (MRF) to fund 

the Secondary Market Guarantee (SMG) to investors in 

7(a) securities. Also during FY 2003 the Agency developed 

a new procedure to estimate the liability for guarantees 

for the pre-Federal Credit Reform business loan portfolio. 

During FY 2004 documentation of the internal controls 

over the MRF data was improved and the reestimate of 

the cost of the SMG was further refined, resulting in a 

restatement of the FY 2003 financial statements. 

In the FY 2003 audit, our independent auditor deter-

mined that the SBA did not furnish sufficient evidence 

in a timely manner to support the accuracy of the 

Agency’s credit program costs. In addition the delayed 

delivery of the SBA’s financial statements did not leave 

sufficient time for the SBA’s auditor to verify the final 

submission of the SBA’s financial statements. As a result, 

a “disclaimed” opinion was issued on the SBA’s FY 2003 

financial statements. For FY 2004 the SBA has adhered to 

an accelerated schedule for the development and review 

of its financial statements. In addition SBA has improved 

the quality of its FY 2004 financial statements. It has 

provided improved documentation of the process and 

internal controls used in its accounting and reporting of 

its program and administrative costs. 

The responsibility for the accuracy and propriety of the 

information contained in the principal financial state-

ments and the quality of internal controls rests with SBA’s 

management. The statements are, in addition to other 

financial reports, used to monitor and control budgetary 

resources. The financial statements have been prepared 
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from the books and records of the Agency in accordance 

with generally accepted accounting principals (GAAP) 

for Federal agencies and the formats prescribed by OMB. 

The Agency recognizes it cannot liquidate liabilities not 

covered by budgetary resources without an enactment 

of an appropriation by Congress and an apportionment 

by OMB.

The statements should be read with the realization that 

they are for a component of the U.S. Government, a sov-

ereign entity.

Balance Sheet

The Consolidated Balance Sheet summarizes the 

assets, liabilities and net position as of the end of 

the fiscal year. For clarity in presentation, assets 

and liabilities have been differentiated between 

those resulting from transactions between Federal 

agencies (intragovernmental) and those resulting from 

transactions with non-Federal entities. Information for 

two years is presented for the purpose of comparison.

SBA’s net position consists of Unexpended Appropriations 

and Cumulative Results of Operations. Unexpended 

Appropriations reflects spending authority made avail-

able to SBA by congressional appropriation. Cumulative 

Results of Operations reflects the net results of SBA’s 

operations over time. 

Statement of Net Cost

The Consolidated Statement of Net Cost shows, by stra-

tegic goal, how much it cost SBA to provide its services 

for the fiscal year. Net cost is calculated by subtracting 

earned revenues from gross costs. SBA did not present 

a detailed comparative Statement of Net Cost since its 

strategic goals changed from FY 2003 to FY 2004. 

Statement of Changes in Net Position

The Consolidated Statement of Changes in Net Position 

shows SBA’s beginning and ending net position by two 

major components - Cumulative Results of Operations 

and Unexpended Appropriations - both of which are 

shown under Net Position on the Balance Sheet. The 

Statement of Changes in Net Position summarizes the 

major categories of transactions that caused the net posi-

tion to change during the year.

Statement of Budgetary Resources 

The Combined Statement of Budgetary Resources pro-

vides information about the funding and availability 

of budgetary resources and the status at the end of 

the reporting period. It is the only financial statement 

from which data is derived exclusively from budgetary 

accounts in the general ledger.

Data on the Combined Statement of Budgetary Resources 

is consistent with budget execution information on the 

Standard Form (SF) – 133 Report on Budget Execution 

and Budgetary Resources, with one exception. A line item, 

Offsetting Receipts, has been added to the Combined 

Statement of Budgetary Resources. Offsetting Receipts 

are used to offset budgetary authority and outlays at the 

Agency level and are presented in this statement for the 

purpose of reconciling outlay information in the Budget 

of the United States Government.

Statement of Financing

The Consolidated Statement of Financing shows the 

relationship between SBA’s net obligations and net cost 

of operations. Net obligations are drawn from budgetary 

accounting, and net cost of operations are drawn from 

proprietary accounting by identifying key differences 

between the two amounts. The statement shows total 

resources used within the reporting period and adjust-

ments to these resources based upon their usage to 

finance net obligations or net cost. 
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time the estimates were prepared. In addition, all models and assumptions are updated

periodically to reflect changing conditions.

Reestimates included in these financial statements may differ from the reestimates

submitted with the President’s budget in February, 2005. These may differ because the

reestimates in the budget include the President’s most recent economic assumptions,

which are not available in time for these financial statements. The revised economic

assumptions include economic factors such as gross domestic product (GDP) and

unemployment rates that are included in the 7(a) and 504 models. The changed factors

could affect 7(a) and 504 default and prepayment forecasts. In addition, changes in

interest rate forecasts could affect SMG earnings forecast. The revised economic

assumptions will also include the interest rate used for the present value discount

calculation for cohorts for which an interest rate reestimate is being completed this year.

Although these factors could result in different subsidy costs, the direction and magnitude

of these changes are not known at this time. Finally, the estimates for the financial

statements were based on annualized cash flows through September 30, 2004.

Reestimates for the budget will include actual cash flows for FY 2004.

�� ��������� ������

SBA was created as an independent Federal Agency by the Small Business Act of 1953.

Its mission is to maintain and strengthen the Nation's economy by aiding, counseling,

assisting and protecting the interests of small business and to help businesses and families

recover from disasters.

The 7 (a) Business Loan, 504 Development Company and SBIC Programs are SBA's

major credit programs to assist small business. SBA's non-credit programs providing

small business assistance include Surety Bond Guarantees (SBG), Business Development

for minority firms, Government Contracting assistance and Entrepreneurial Development

assistance to counsel and train small business entrepreneurs. In addition, SBA’s

Advocacy Program promotes the interests of small business in government legislative

and regulatory forums. SBA's Disaster Loan Program provides assistance to victims of

physical and economic disasters such as earthquakes, floods and hurricanes by extending

direct loans to individuals and businesses.

SBA operates through the execution of a congressionally approved budget that funds its

programs. SBA's budget consists of annual, multi-year and no-year appropriations which

fund salaries and expenses and the various program activities.

Under the aegis of the Federal Credit Reform Act of 1990 (FCRA), as amended, SBA

utilizes program and financing accounts to record events for its business direct and

guaranteed loans and disaster loans, and utilizes Liquidating Accounts for its Pollution

Control Equipment Guarantees and pre-FY 1992 business and disaster loans. A

revolving fund is used to record SBG accounting events and administrative funds are

used to account for salaries and expenses of the Agency and its Inspector General.
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SBA has determined uncollectible or unrecoverable accounts receivable are not
significant and does not provide an allowance. The historic immateriality of losses is due
to stringent collection policies and the ability to offset against the lender's share of
collections, payments to employees and payments to vendors.

�� ������ ������� ����������� ��� ������� ���������� ��������

Reporting requirements for direct loan obligations made after FY 1991 are governed by
the FCRA. The FCRA requires the subsidy costs be reported on a present value basis.
The subsidy cost is the present value of the estimated cash outflows over the life of the
loans minus the present value of the estimated cash inflows, discounted at the interest rate
of marketable Treasury securities with a similar maturity term. The FCRA also requires
the present value of subsidy cost be recognized as a cost in the year that the loan is
disbursed. Direct loans are reported net of an allowance for subsidy at the present value.

Loans obligated prior to the FCRA are recorded at book value with an allowance for
uncollectible amounts.

SBA also guarantees loans made by participating lenders in its Business Loan, 504
Development Company and Small Business Investment Company programs. Upon
default, these guaranteed loans are purchased by SBA and treated as loan receivables.
The reporting requirements for these loan receivables are also governed by the FCRA and
they are reported net of an allowance for subsidy determined in a similar manner as
SBA’s direct loans (See Note 6).

SBA advances payments semiannually to the Federal Financing Bank (FFB) for loans
guaranteed under Section 503 of the Small Business Act. The advances are liquidated by
receipt of the installment payments on loans made by state and local development
companies. To the extent that those installments may not repay advances, balances from
development companies that remain collectible are reported as credit programs.

Advances are similarly made to honor SBA’s timely payment requirement of principal
and interest due for debentures in SBA’s Section 504 and SBIC Programs. These
advances are reported as credit program receivables.

Foreclosed property acquired as a result of defaulted loans or guarantees is valued at the
net realizable value. The net realizable value is reevaluated annually by SBA field
managers. For loans made after FY 1991 under FCRA, the estimated losses on the sale
of collateral are included in the forecasted cash flow used to determine the credit subsidy
allowance.

�� ��������� ��� �������� ��� ��������

Computer-related equipment and other equipment (non computer-related) are capitalized
at full cost, if the initial unit acquisition cost is $50,000 or more and service life is at least
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two years; otherwise, it is expensed when purchased. Computer-related equipment is
depreciated using the straight-line method over three years. Other equipment is
depreciated using the straight-line method over five years.

Software for internal use, whether it is internally developed, contractor developed, or
commercial off-the-shelf (COTS), is capitalized at cost provided that the initial unit
acquisition cost is $250,000 or more and the service life is at least two years. The costs
subject to capitalization are all the direct and indirect costs incurred (whether SBA or
contractor developed or COTS purchased), including overhead. Software development
begins after the planning phase of the system project when management has decided to
go ahead with software implementation. Data conversion costs during implementation
and post implementation costs for operation and maintenance of the system are not
included in software development costs to be capitalized. Software for internal use is
depreciated using the straight-line method over its useful life, not to exceed five years.
The depreciation of capitalized costs begins when the system is put into operation. The
costs of enhancements are capitalized when it is more likely than not that the
enhancements will result in significant additional capabilities. Costs that do not meet the
capitalization criteria are expensed when incurred (See Note 7).

�� �������� �������

Accounts Payable – Intragovernmental are payables due to other Federal agencies and
funds that will be liquidated during the next operating cycle. SBA records interfund
receivables and payables between program and financing funds for its subsidy
reestimates. Additionally, SBA recognizes as accounts payable unpaid amounts to
Federal vendors for goods and services provided as of the balance sheet date.

Accounts Payable – Public are payables due to non-Federal entities that will be liquidated
during the next operating cycle. Included in this liability are payables to banks and
vendors (See Note 10).

�� ����

Borrowings payable to Treasury result from loans provided by Treasury to fund a portion
of SBA’s credit reform financing accounts activity. SBA is required to make periodic
principal payments to Treasury based on the collections of loans receivable.

Borrowings payable to FFB are the result of its financing of SBA Section 503 Debentures
issued prior to 1988. SBA, as the servicing agent, collects on the underlying loan
receivables and repays its debt to FFB (See Note 11).

�� ��� ������ �� ����������� ���� ��� �� ��������
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Net Assets of Liquidating Funds Due to Treasury is the residual of the book value of
assets less liabilities of the Liquidating Funds. SBA returns to Treasury each year the
portion of this balance that has been converted to cash (See Note 12).

�� ��������� ��� ���� ����������

There are two components to the Agency’s liability for guaranteed loans: liabilities for
losses on pre-FY 1992 loans; and liabilities on post-FY1991 loans made under the FCRA
legislation. For pre-FY 1992 loans, the amount is an estimate of losses on guarantees
outstanding based on historical experience. For post-FY1991 loans, the liability is based
on the present value of future cash flows related to the guarantees in force as of year end
(See Note 6-L).

�� �������������

SBA is a party in various administrative proceedings, legal actions, environmental suits
and claims brought against the Agency. In the opinion of SBA management and legal
counsel, the ultimate resolution of these proceedings, actions, suits and claims will not
materially affect the financial position or results of SBA operations. The likelihood of
loss to SBA ranges from remote to a reasonably possible amount of $4.2 million. These
activities will be monitored and recognized if a loss becomes probable.

�� �����

A liability for employee annual leave is accrued as it is earned and reduced as leave is
taken. Each year the balance of accrued annual leave is adjusted to reflect current pay
rates as well as forfeited “use or lose” leave. To the extent current or prior year
appropriations are not available to fund annual leave earned but not taken, funding will
be obtained from future appropriations.

Sick leave and other types of non-vested leave are expensed as taken.

�� �������� ������ ��� ���� ��������� ��������

SBA employees are eligible to participate in the contributory Federal Employees Health
Benefit (FEHB) and the Federal Employees Group Life Insurance (FEGLI) programs.
SBA matches a portion of the employee contributions to each program. SBA’s matching
contributions are recognized as current operating expenses.

�� �������� ������� ��������
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SBA employees participate in either the Civil Service Retirement System (CSRS) or the
Federal Employees' Retirement System (FERS). Most employees hired after December
31, 1983 are covered by FERS. These systems provide benefits upon retirement and in
the event of death, disability, or other termination of employment, and may also provide
pre-retirement benefits. They may also include benefits to survivors and dependents, and
they may contain early retirement or other special features. The CSRS and FERS
retirement funds are administered by the Office of Personnel Management (OPM).

For CSRS, SBA contributes 7.0% of the employee’s gross earnings in addition to the
7.0% withheld from the employee. For FERS, SBA withholds .8% of gross earnings and
matches the withholding with a 10.7% employer contribution. SBA contributions to
CSRS and FERS are recognized as current operating expenses. FERS participants are
also covered under the Federal Insurance Contribution Act (FICA) and are subject to
FICA withholdings. SBA makes matching contributions for FICA, which are recognized
as current operating expenses.

Federal employee benefits also include the Thrift Savings Plan (TSP) where CSRS
participants may contribute up to 9.0% of their gross pay to the TSP without any Agency
matching contribution. FERS participants may contribute up to 14% of their gross pay to
the TSP. For FERS participants, SBA contributes 1.0% of basic pay and matches any
employee contributions dollar for dollar for the first 3.0% of pay, and 50 cents on the
dollar for the next 2.0% of pay. The maximum limit that either FERS or CSRS
employees may contribute to the TSP is $13,000 annually. SBA contributions to the TSP
are recognized as current operating expenses.

SBA recognizes the full cost of providing future CSRS and FERS pension benefits at the
time the employees' services are rendered. The cost of pension benefits represents the
actuarial present value of future benefits attributed to services rendered by covered
employees during the accounting period, net of the amounts contributed by these
employees. In addition, OPM finances the excess of total pension expense over the
amount contributed by the Agency and its employees. SBA recognizes the amount
financed by OPM as current year operating expenses and an imputed financing source.
SBA does not report in its financial statements FERS or CSRS assets, accumulated plan
benefits or unfunded liabilities, if any, applicable to its employees.

�� ����� ���������� ��������

SBA employees eligible to participate in the FEHB and the FEGLI may continue to
participate in these programs after their retirement. SBA recognizes a current operating
expense for the future cost of these and Other Retirement Benefits (ORB) at the time the
employee's services are rendered. This ORB expense is financed by OPM; SBA
recognizes the amount financed by OPM as current year operating expense and an
imputed financing source.
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�� �������� ��� ����� ��������� �������

SBA’s revenues and other financing sources include appropriations used, earned revenue,
donations, imputed financing sources and non-expenditure transfers.

SBA receives the majority of the funding needed to support its operations through
congressional appropriations. The Agency receives one year, multi-year and no year
appropriations that may be used, within statutory limits, for operating and program
expenditures. Appropriations are considered used when goods or services financed by
an appropriation are provided, regardless of when paid. Appropriations received and
used are reported in the Consolidated Statement of Changes in Net Position.

Earned revenue results from exchange transactions that benefit both parties. SBA has
earned revenues such as interest on its loan portfolios and interest on fund balances.
These revenues are presented on the Consolidated Statement of Net Cost as reductions to
operating costs.

Donations are treated as non-exchange revenue and reported in the Consolidated
Statement of Changes in Net Position.

Imputed financing sources are operating costs of SBA which are paid through funds
appropriated to other Federal entities. These include items such as additional charges by
OPM for employee pension benefits and post-employment benefits for former
employees. The imputed financing source is reported in the Consolidated Statement of
Changes in Net Position while the associated cost is reflected in the Consolidated
Statement of Net Cost.

Non-expenditure transfers of appropriated amounts or assets without reimbursement
include items such as transfers to Treasury of downward subsidy reestimates and
unobligated balances from liquidating accounts. These transfers are included in the
Consolidated Statement of Changes in Net Position.

�� ���������� �������

SBA accrues interest receivable (and recognizes revenue) as of the report date for loans
not delinquent and loans delinquent less than 91 days. Prior to FY 2004, for Credit
Reform loans, SBA would record a deferral of accrued interest for loans delinquent 1 to
90 days in a deferred interest account, with a corresponding decrease in interest revenue.
This treatment was based on Federal accounting guidance provided years ago in a “case
study.” Per SBA’s review of the most recent case studies, there was not any justification
to continue this treatment. In FY 2004 SBA stopped deferring interest delinquent 1 to 90
days for Credit Reform loans and the prior year statements were restated.

SBA reports its costs consistent with the Agency’s goals. The strategic goals this year
were restructured from the strategic goals in the prior year. In FY 2004 Procurement
Assistance programs have been included in the economic environment goal and another
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���� �� ���� ������� ���� ��������
(Dollars in Thousands)

Fund Balances with Treasury at the end of FY 2004 and 2003 consisted of the following:

�� ���� �� ����

������ ���� ��������

Trust Fund $488 $440
Liquidating Funds 174,936 245,606
Financing Funds 6,271,977 1,909,033
Revolving Funds 22,948 22,978
Appropriated Funds 602,233 620,620

����� ���� ������� ���������� ����������

������ �� ���� �������� ���� ��������

Unobligated Balance
Available $2,642,766 $1,524,388
Unavailable 3,733,507 660,519

Obligated Balance Not Yet Disbursed 696,309 613,770
����� ���� ������� ���������� ����������

Fund Balance with Treasury is an entity asset maintained with Treasury. The monies are
available to pay current liabilities and finance loan programs. SBA has the authority to
disburse funds through Treasury, which processes cash receipts and disbursements on the
Agency’s behalf.

Available unobligated balances represent amounts that are apportioned for obligation in
the current fiscal year. Unavailable unobligated balances represent amounts not
apportioned for obligation during the current fiscal year and expired appropriations no
longer available for new obligations. Obligated balances not yet disbursed include
reimbursements, other income earned, undelivered orders and expended authority-unpaid.

An immaterial difference exists between SBA’s recorded Fund Balances with Treasury
and Treasury’s records. Normally it is the Agency’s practice to adjust its records to agree
with Treasury’s balances at the end of the fiscal year. The adjustments are reversed at the
beginning of the following fiscal year.
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���� �� ����
(Dollars in Thousands)

Cash at the end of FY 2004 and 2003 consisted of the following:

����

�� ���� �� ����

������ ������ ������ ������

Cash in Transit $3,328 $5,331
Undeposited Collections 19,182

����� ������� ������

Undeposited collections are amounts under the control of the SBA at field offices. Cash
in Transit are collections held by SBA’s fiscal agents, such as lockboxes or Colson
Services, at the reporting date.
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���� �� ������ ������� ����

The Small Business Secondary Market Improvement Act of 1984, P.L. 98-352
(Improvement Act) provided statutory authority for the 7(a) secondary market, the
pooling of 7(a) loans, the central registration of secondary market loans and improved
disclosure of 7(a) secondary market loans. The Improvement Act also provided for
SBA’s regulation of brokers and dealers operating in the 7(a) secondary market and for
reporting on secondary market results to Congress. The 7(a) secondary market has
approximately $14 billion of outstanding investments held by 7(a) secondary holders in
FY 2004 compared to $13 billion in FY 2003.

It was the intent of Congress in the Improvement Act that the 7(a) secondary market
pooling program operate at no cost to the Federal taxpayer. The Master Reserve Fund
(MRF), maintained by SBA’s fiscal agent as part of its administration of the 7(a)
secondary market program, was created to fulfill this intent. In order for the 7(a)
secondary market pooling program to have no cost to the Federal taxpayer, the
collections from the underlying loans and the earnings of the MRF must be adequate to
fund SBA’s guarantee of timely payment of principal and interest to the 7(a) secondary
market investors throughout the portfolio liquidation period and to pay expenses of the
MRF trustee and investment advisor. If the MRF is not sufficient, SBA is liable to
secondary market investors. With this in mind, in November 2002, SBA agreed with the
OMB to include the MRF under the requirements of the FCRA of 1990, beginning with
the FY 2005 budget. Since then, the program has been referred to as the Secondary
Market Guarantee Program (SMG Program). SBA also agreed to reestimate the cost of
the SMG Program annually beginning in FY 2003 (for the FY 2005 budget). SBA will
account for the SMG Program within its Business Loan Program and Business Guarantee
Financing Accounts, and will begin cohort accounting in FY 2005.

The secondary market program provides for the pooling of loans having terms that vary
within a range prescribed by SBA and the sale of the pools to secondary market
investors. The pool’s investments have fixed terms, equivalent to the term of the longest
loan in the pool. Various factors influence SMG adequacy, including the interest rate
paid to investors, the “spread” of maturities in the loan pools, the occurrence of loan
prepayments and delinquencies, the amount of interest earned on the float on monthly
loan payments and prepayments, the holdback of the principal portion of the first loan
payment, the pattern of liquidation of investments in 7(a) secondary market pools, and
the earnings rate on MRF short and long term investments. Approximately 30 percent of
the MRF is invested in short-term (6 month) Treasury securities and repurchase
agreements and 70 percent in long-term Treasury securities and Treasury-guaranteed
money market funds.

During FY 2004 and FY 2003, SBA conducted a thorough analysis of the SMG
adequacy. This analysis concluded the SMG will not be sufficient after 2017 to liquidate
the secondary market portfolio that existed at FY 2004 and FY 2003 yearend. Based on
this analysis, a subsidy of $189 million was needed to fully liquidate the portfolio as of



310               FINANCIAL REPORTS PERFORMANCE AND ACCOUNTABILITY REPORT FISCAL YEAR 2004  

��������� ��� ����� ��� �������� ������ ���� ������� ��� ���������� �� �� ���� ���
����� ����� ��� ��� ������� ��� ���������� �� �� ���� �� ��������� �� �� �� ����
�������� ��� ��������� ���� � ��������� �� ��� ������� �� �� ������� �� ����������� ��
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������� ������ �� �������� ��� ��� ���������� ���� ������� �� �������� �� ��� �� ����
���������� �� ������� ������� �� �� �����
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���� �� �������� ����������
(Dollars in Thousands)

Accounts receivable are displayed by type and consisted of the following at the end of FY 2004 and
2003:

�� ���� �������� �� ����

������ ������ ������ ������

������������ ������������

Subsidy Receivable from Program $2,114,474 $ $4,642,178 $
Fund

Interest Receivable from Treasury 12,643
Other Interfund Receivables 25,880
Overpayment to Secondary 1,747 401
Guarantee Fees Receivable 31,080 26,702
Examination Fees – SBIC 76 76
Administrative Receivables 79 81
Refunds 3,621 4,288
Revenue Receivable 1,038 1,587
Receivables Due from Lenders 1,786 2,288
Receivable Due from Purchasers

Asset Sales 30 49
Reimbursable 1,687

��� ����� ������ ������������ ���������� ������� ���������� �������

Eliminations –Subsidy Receivable (2,114,474) (4,642,178)
Eliminations – Interfund Receivable (27,560)
������� ����� ����� � ������� ������� �������

Other interfund receivables result from adjustments to cash balances for individual year’s
appropriations in the Agency’s credit programs. SBA’s credit program appropriations are received on
an annual, multiyear and no-year basis, but the Agency’s loan accounting system does not separately
account for the use of these appropriation types as new loans and guarantees are processed.
Adjustments to general ledger cash balances are therefore made as part of the monthly accounting
cycle in order to properly record the use of annual, multi year and no-year appropriations. These
amounts are eliminated in the consolidated statements as the adjustments effect interagency fund
activity and balances.

SBA has determined uncollectible or unrecoverable accounts receivable are not significant and does
not provide an allowance. The historic immateriality of losses is due to stringent collection policies
and the ability to offset against the lender's share of collections, payments to employees or vendors.
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���� �� ������ ������� ����������� ��� ������� ����������

��������

�� ���� ������� ������������

The SBA operates the following loan and loan guarantee program funds:

(1) Business, Direct
(2) Disaster, Direct
(3) Business, Guarantee
(4) Pollution Control, Guarantee

SBA administers several loan guarantee and direct lending programs providing small
businesses with financial assistance not otherwise available in the financial markets.
Under its business loan guarantee programs, SBA guarantees loans made by banks and
other lending institutions to small businesses. These loan guarantee programs include the
7(a) General Business Loan Guarantee Program, the Section 504 Certified Development
Company Debentures Loan Guarantee Program, the Small Business Investment Company
Debentures and Participating Securities programs and the Microloan Guarantee Program.
The original Pollution Control Loan Guarantee Program ceased guaranteeing new loans
in 1988; since 1989, those loans have been guaranteed under the 7(a) Program.

SBA’s primary direct loan program is the Disaster Program, which makes direct loans to
disaster victims under five categories: (1) loans for homes and personal property, (2)
physical disaster loans to businesses of any size, (3) pre-mitigation disaster loans to
businesses, (4) economic injury loans to small businesses without credit available
elsewhere, and (5) economic injury loans to eligible businesses affected by essential
employees called up to active duty in the military reserves. The maximum interest rate is
4 percent for applicants without credit available elsewhere and 8 percent for applicants
with credit available elsewhere. The Microloan Program provides direct loans to
nonprofit intermediaries, who use these funds to make loans up to $35,000 to eligible
small businesses.

The FCRA requires all agencies budget for the credit subsidy cost of credit programs by
estimating net present value of cash flows discounted at the government’s cost of
borrowing. OMB Circular A-11 provides direction on the preparation of credit program
cost estimates. Loans originated during the same fiscal year are assigned to a “cohort”,
the credit subsidy cost of which is funded by appropriations for that year.

Using special data collection techniques and analyses, SBA analyzes loan, accounting
and other data to estimate the cash flows used in the calculation of the subsidy cost for
each program. SBA has created estimation models that incorporate actual and estimated
data on loan maturity, fees, grace periods, interest rate differentials, delinquencies,
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